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State of the State --Washington has transitioned its economy into a knowledge and tech leader

Strong growth limited by an aging workforce and
skills gap, decades in the making

Household incomes have gained compared to the

U.S. average across the income distribution, but
Inequality has widened

Housing production hasn’t kept pace with

population or job growth, triggering persistent
affordability and homelessness crises

Businesses are struggling to compete for l[abor and
access to resources in a changing economy

WASHINGTON STATE SUPERSECTOR CHANGE IN EMPLOYMENT SINCE 1990

& 200%- 193%
-~
k]
X 180%-
g
3
160% -
| 154%
5 150%
5 140%- 137%
£
&
(]
?g" 120%
INDUSTRY CLUSTER
mmmm Education & Health == Professional & Business Services
Finance & Information mmmm Leisure & Hospitality
mmsm Trade, Transportation, & Utilites s Government

mmm Goods-producing

POPULATION CHANGE COMPONENTS, BY STATE

% of population

POPULATION CHANGE COMPONENT



Engaged a diverse set of groups and stakeholders for insights

= Contacted 16 organizations
= Conducted 25 stakeholder interviews
= Held 10 focus groups

B Washington State Commission of Asian Pacific American Affairs
B Washington State Women’s Commission (WSWCQC)
B WSWC Stakeholders

> B Quinault Prosperity, Health, and Human Services Subcommittee

B Latino Education and Training Institute (LETI)

B Washington State Labor Council (WSLC)

B Seattle Metropolitan Chamber of Commerce REACH



Outreach summary findings

(0
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Infrastructure gaps create barriers High-quality education opens the

to participate in the economy for door to high-quality jobs
employees and employers

Lack of affordable housing impacts

/\ Promote and provide vocational
recruitment and retention

training opportunities early on

Lack of affordable and available
childcare impacting workforce

The shift to digital work highlighted
a need for reliable broadband and

technology literacy



SWOT Results -- Laying the groundwork for future economic development strategies

Strengths that have made WA a leader in business growth for decades

B Talent attraction with consistent in-migration.

Strong Information and Communication Technology (ICT) presence and skilled tech labor.
Established, high performing network of public, private and training institutions.

Robust infrastructure and transportation system (including ports).

Low energy costs, clean energy, natural assets, and amenities.

Challenges that threaten WA’s position as an economic leader
B Skilled l[abor shortages.
Access to housing that is affordable to all workers.

|
B Childcare affordability and supply limitations.
B The impacts of climate change.

H

Stable funding sources to support future infrastructure projects, including maintaining and

preserving current assets.

Access to capital for high-growth potential business.

Complex and costly business and development regulatory frameworks.



Reframing business competitiveness centered on outcomes

= Equitable outcomes accelerate economic growth

= Prioritize desired outcomes
= Creating quality jobs
= Shared opportunities to build wealth



Quality economic growth --translating capacity building into realized outcomes

Key ‘

Capacity Builders A competitive economy A competitive economy

is fueled by equitable continuously regenerates
talent development through innovation

Key

Realized Outcomes Produces abundant quality
jobs and equitable

opportunities to build wealth



Survey participants consistently identified top priorities

HOUSING 30% 25% 13%

WORKFORCE RETENTION / RECRUITMENT 34% 18% 15%

CHILD CARE 1% 16% 15%
SMALL BUSINESS REGULATION 9% 1% 13%
OTHER (PLEASE SPECIFY IN NEXT QUESTION) 19% (AP 3%

B 2ND BARRIER

BROADBAND &% 8% 16%

WORKFORCE TRAINING & 9% 9% 3RD BARRI ER

TRANSPORTATION  [EZm /0 9%

SHIPPING INFRASTRUCTURE 6% 6%

TRANSITION TO AUTOMATION OR OTHER NEW TECHNOLOGY @&V 5%

0% 10% 20% 30% 40% 50% 60% 70%
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Build

more housing of all types that is affordable to all residents

and

Revitalize

entrepreneurship and make it easier to do business



Big Idea # 1 : Build more housing

Washington State has the

fewest number of housing
units per household of any
state In the country

140K units underproduced through 2019



Big Idea # 1 : Build more housing

= The housing crises is getting worse, over the last decade the number
of units built has not kept pace with household formation

= 44% of Washington renter households are cost burdened i
(spend more than 30% of their gross income on housing) 1.14 Nationally
= Chronically undersupplied housing is a principal driver of the state’s ’L
homelessness crises, which is nearly double the national average
(30 per 10,000 residents in WA compared to 18 per 10,000 nationally) Jurzr?u!g
Washington would need to build
_ _ _ _ to achieve the national ratio
= Homeownership is becoming more unattainable
= The Black homeownership rate is 11.5% lower in WA than the @
national average, ranking last among peer states, and the 7t =
lowest state nationally 11.5%

lower Black homeowership
rate than the U.S. average, last
among peer states



Big Idea # 2: Equip the workforce for success

Washington State needs to train
200,000 more skilled workers
over the next 10 years to keep
pace with job openings

A 30% increase over current rates



Big Idea # 2: Equip the workforce for success

= Businesses across the state are experiencing persistent and iii
worsening labor shortages
25%
= Job openings and the share of the workforce aged 55 and SN
older at at record highs
q \J
" There is a chronic gap in the training and skillset ‘ i \.
development of the workforce across the state relative to 221K
labor needs el
levels (2018 and 2019)
" |n-migration of skilled workers helps offset about half of the
annual shortage, but 85% of those have a bachelor’s or t
graduate degrees, leaving the largest training gap for those 2 5%

with associates degrees, certificates, and apprenticeships percentage of workers guiting ther job

monthly (30% annualized),
the 10th lowest state rate



Big Idea # 3: Revitalize entrepreneurship

Washington State is forming
30% fewer high growth
potential businesses than a
decade ago

Ranking 4™ lowest among peer states



Big Idea # 3: Revitalize entrepreneurship

Focus on high growth businesses with quality jobs

* Only 1/3 of jobs in Washington State pay enough to support a of Black-owned firms and

61%

family and their living expenses absent social programs S

of Hispanic-owned firms

applied for PPP
-8~ compared to 82% of
. : _ _ 'i' White-owned frms
Limited access to capital (for small and emerging businesses)
 BIPOC owned firms owned by were half as likely as White-
owned firms to use a financial services provider ‘ < :‘ 1 3%
| oeee UfBlack-owned firmsand
1 20%
Burdensome regulatory environment .00, st
* Limited sites available for business expansion, Puget Sound PP  receivedallthe nancing
: th : : _ eeeee LlNEysought comparedto
is the 4" most regulated region in the country for permitting PYTPY  €0% of White-cwmed firms

and land use



Where to go next: Measuring success

" The status quo is not producing desired outcomes

" |dentifying and prioritizing desired outcomes is foundational step

" |[mportant to measure progress on capacity builders and outcomes



20 Peer states selected for business competitiveness metrics



Washington is 1st in capacity building, but 15t in realized outcomes

Overall Rank
#1

WA Peer State Rank

Overall Rank
#15

WA Peer State Rank

Capacity Builders

Bachelor's  Bachelor's Associate's Associate's | Adv Industries Adv Industries | Jobs in Young | Jobs Productivity
All (2019) Black (2019) | All (2019) Black (2019) All (2020) Black (2020) Firms (2020) (2020)
9 8 3 4 1 4 5 1
Realized Outcomes
Quality Jobs Quality Jobs |Homeownership Homeownership Potel;lllt?:I (IEBrSsV;,r:ie‘sses B:;iifsr:sw:] :(())(t;:vtvl::ed
All (2019) Black (2019) All (2019) Black (2019) (2020) (2020)
8 9) 17 21 18 8




Realized Outcomes:

Quality Jobs and High Growth Businesses



Income distribution is becoming more unequal in Washington

Palma ratio compares the sum of top 10 percentile of incomes to the sum of the bottom 40 percentile

3.00

The top 10% of

2.68
- 2.55 2.49 250
. 2.35 .
- - households
2.00 L7 190 cumulatively earn
Lo 255% of what the
bottom 40% earn
1.00
In Norway the ratio is 1
0.50
0.00 W= - - a Samm—

Washington King County Pierce County Clark County Spokane County

Palma Ratio

=2010 = 2019



Report outlined hourly living wage by county for quality jobs threshold

24.51
San Jua S

$21.08 Skagit:
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Statewide the quality job wage is 91% of the median wage

Quality job wage as a share of county median hourly wage
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Share of quality jobs varies by race/ethnicity statewide in WA

Share of Quality Jobs by Race/Ethnicity in Washington State, 2019
45%

40%

42%
37%

35% 34%
30%
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20% 18%
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WA share of employment in large companies growing fastest since 1990

60.0%

52.1%
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40.0%
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How can we identify high growth potential businesses?

*High-Propensity Business Applications (HBA): Business Applications (BA) that have a high propensity
of turning into businesses with payroll. The identification of high-propensity applications is based on
the characteristics of applications revealed on the IRS Form SS-4 that are associated with a high rate of
business formation. High-propensity applications include applications:

*(a) for a corporate entity, and
*(b) that indicate they are hiring employees, plus

*(c) that provide a first wages-paid date (planned wages);

or

*(d) that have a NAICS industry code in accommodation and food services (72) or in portions of
construction (237, 238), manufacturing (312, 321, 322, 332), retail (44, 452), professional, scientific,
and technical services (5411, 5413), educational services (6111), and health care (621, 623).



Distribution of newly formed high growth potential business by industry

U.S. Share of High Propensity Business Applications by Industry
2021

Accommodation and Food Services 17%

Construction 15%
Retail Trade I 12%
Health Care and Social Assistance I 1.2 %,
Professional Services I 1.1%
Transportation and Warehousing . 7 %
Other Services IS 5%
Administrative and Support I 5%
Finance and Insurance NG 4%
Real Estate S 3%
Wholesale Trade mmmmm 2%
Manufacturing I 2%
Arts and Entertainment I 2%
Information m— 1%
No NAICS Assighed mmmmm 1%
Educational Services ml 1%
Management of Companies Hl 1%
Agriculture m 1%
Mining 1 0%
Utilities | 0%
0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%

Source: Business Formation Statistics, U.S. Census



WA high growth potential business formation down 30% from early 2000s
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